Abstract: This paper discusses Argentina's inward foreign direct investment (IFDI) flows and its policy context. Argentina recorded a substantial increase in IFDI in the 1990s, when Argentina was one of the main destinations for FDI inflows among emerging markets. Affiliates of multinational enterprises (MNEs) had then major presence in the Argentine economy. After the country's economic crisis that began in 1999 and the subsequent devaluation of the Argentine peso in 2002, there has been an increasing but fluctuating trend in IFDI flows, affected by changing policies. The global crisis of 2008-2009 caused a 50 percent drop in IFDI flows, followed by a partial recovery in 2010. The variety of resources available -crops, livestock, minerals -constitute an attraction for FDI in Argentina, which could be enhanced with a better investment climate.
Introduction
After the peso devaluation at the beginning of 2002, FDI flows to Argentina declined sharply during [2002] [2003] . Inflows have recovered since 2004, fueled by exchange rate improvements, the upsurge in commodity prices and internal market dynamics. However, in relative terms, Argentina has lost attractiveness for FDI, both at the global and regional levels: the country's share in world FDI inflows fell from nearly 1.5% in the 1990s to less than 0.4% between 2002 and 2010. 1 The ratio of the country's FDI inflows to GDP increased from 1.3% in 1993 to its historical maximum of 8.6% in 1999, dropped to an annual average of 2% during the crisis of 2000 -2002 , and rose again from 2003 , to reach 8% in 2008 . In 2009 , as a result of a decline in IFDI inflows due to the world economic and financial crisis, the ratio fell by half and declined further in 2010 to 1.8%, a ratio comparable to that of Brazil (2.4%) and of Mexico (1.7%), but much lower than that of Chile (8%) and of Peru (4.8%).
Development analysis

Country-level developments
Argentina's IFDI stock stood at US$ 87 billion in 2010, rising by about 10% from its level in 2009  (annex table 1 Brazilian companies did not play an important role during the FDI wave in the 1990s (while, for example, Chilean companies played a key role). In recent years, however, Brazilian companies have acquired an important position in several sectors in Argentina (such as meat-packaging plants, beverages and cement).
The increasingly active presence of Brazilian MNEs in Argentina since 2001 has occurred mainly through the purchase of existing companies and not through the development of greenfield projects (excepting Mega, a petrochemical company, 34%-owned by Petrobras). Among the purchases of firms made by Brazilian companies in Argentina were Acindar (steel), Pecom (oil), Quilmes (beer), Loma Negra (Cement), and to a lesser extent Swift Armour (meatpacking). These purchases helped place Brazil among the five major home countries of FDI in Argentina in 2010. The interest of Brazilian companies to acquire assets in Argentina was not balanced by a similar entry of Argentine companies into Brazil. During the whole period under consideration, no significant FDI inflows from Argentina were received in Brazil.
Several factors explain the strong growth of the Brazilian FDI in Argentina in recent years. 5 They included: a favorable economic situation in Argentina coupled with the internationalization policy adopted by many Brazilian firms; the most recent policy adopted by Brazil's BNDES (Banco Nacional de Desenvolvimento Economico e Social), to support that strategy financially; and the firm sense of purpose of Brazilian MNEs to secure a higher production capacity in key sectors for Brazil exports (meat, beverages, etc.).
Broadly, two important sectors of interest to Brazilian MNEs can be distinguished. First, there are several industries engaged in exploitation and exportation of natural resources and their early stages of processing, including those of a mineral origin, e.g. oil (Petrobras), iron or alumina (Vale) and their processing (Votorantim) and the agricultural and livestock sector, especially poultry and porcine meat (Sadia) and citrus (Citrosuco Paulista; Cutrale). Secondly, the engineering and building industries also have an outstanding presence of Brazilian companies (Camargo Corrêa). To a lesser extent, the automotive and auto parts industries (Marcopolo), electro-mechanics (Weg), aerospace industry (Embraer), food and beverages (AmBev), footwear (Calçados Azaléia), and cosmetics (Natura), though not a general trend, constitute particular cases within their respective branches of production.
The corporate players
Of the top foreign affiliates in Argentina ranked by net income in 2009 (which accounted for more than half the total FDI stock in Argentina), 19 companies were from the oil sector (Repsol YPF being the largest); ten firms were from the chemical industry (Dow Argentina the most prominent player); ten companies were from the automotive industry (including Volkswagen, Peugeot, Ford, Nissan, Toyota, and General Motors); eight companies were from the financial services industry; eight companies were from the telecommunications industry (including affiliates of Telefónica, Telecom and Claro); and seven companies were from the mining industry (including Minera Alumbrera Limited). Among the most important cross-border mergers and acquisitions (M&As) of Argentine companies in 2010, within natural resources-based industries, special reference should be made to the purchase of Bridas by the Chinese company CNOOC for US$ 3.1 billion, and the purchase of a minority share of YPF by a US holding company for US$499 million (annex table 6). In manufacturing, the purchase of the Phoenix Laboratory by GlaxoSmithKline for US$ 253 million is of particular importance. In 2009, the largest M&A deal was the purchase of the mining Río Tinto´s project Potasio Río Colorado, by Vale (Brazil). Among green-field FDI projects announced in 2010, the largest was a project by China National Machinery and Equipment (annex table 7). In 2009, the largest greenfield projects included several in the primary sector, such as those by Canadian mining companies Barrick Gold and Yamana Gold and the Australian companies Troy Resources and Orocobre.
The policy scene
The global economic and financial crisis that began in late 2008 had a negative impact on FDI flows to Argentina. The drop in commodity prices at the end of 2008 resulted in lower investment in the exploitation of natural resources. Overall, the international crisis, along with policies that implied a change in domestic rules, as noted above, led to a large drop in FDI inflows in 2009, although flows made a partial recovery in 2010. The dynamics of domestic consumption, which had a strong impact on certain sectors such as the automotive industry, and the constant increase in commodity prices, largely explain the recovery. In spite of the increase in 2010, pre-crisis FDI level, which had, among others, provided a support for the agriculture and livestock sector, was not reached. However, in comparative terms, Argentina did not have a bad performance. In 2010, IFDI flows recovered at different speeds, depending on the region of origin. Flows from developed economies shrank even more that year (-7% over 2009), while flows to developing countries as a whole had a 10% increase (to Argentina in particular, growth exceeded 50%).
Since 2002, policies implemented by Argentina's administration (in a partial return to Peronist principles) have been quite discouraging for investment, although most companies in such industries as food, home electronics, automobiles, and laboratories showed high profit margins. Among others, the nationalization of pension funds (AFJP) and the expropriation of Aerolineas Argentinas and its subsidiary Austral (owned by the Spanish company Marsans), approved by the National Congress, had an adverse impact on the investment mood and partly explain the drop in FDI inflows during 2009. However, steady GDP growth and high profitability in many economic sectors (automotive, pharmaceutical, household appliances, agriculture, livestock) and increased real salaries keep internal consumption at a high level and explain the rise in FDI flow in 2010, as well as the wide and clear political support (majority of 54%) obtained by the governing party at the elections held in October 2011. The Foreign Investments Act N° 21,382 (approved in 1976 and amended by decree 1853 of 1993) defines the legal framework for foreign investment. It allows foreign investors to remit earnings and repatriate their investments, and it guarantees equal treatment of local and foreign investors. Argentina has also subscribed to many international investment agreements, especially bilateral investment treaties (BITs) and double taxation treaties (DTTs), although no new BITs or DTTs have been signed since 1997.
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The Argentine Government has confirmed the full enforcement of legal security and other guarantees for foreign companies in Argentina. However, the distortion in relative prices (particularly public utility rates), restrictions on energy services, export-revenue withholdings, long term financing scarcity, powerful trade union, and the tendency toward an increasing economic shutdown, which have characterized the economy since the early 2000s, are all negative factors for attracting significant IFDI flows.
Conclusions
Argentina has a huge potential as a host for IFDI. As a country endowed with abundant natural resources (agricultural, mineral, forests, energy), climate diversity and qualified manpower, Argentina could assume regional leadership in attracting FDI flows by improving investment conditions and gradually eliminating distortions.
Recent FDI developments in Argentina show new dynamics, not only for traditional sectors (agriculture, automotive industry, hotels) but also for new ones (tradable services, mining, renewable energy). This brings new challenges for the design of sustainable policies in areas such as the training of qualified human resources in technical fields, venture capital industries, innovation support, and the design of an infrastructure with a positive impact on competitiveness. Additionally, a clear legal framework for foreign investment, the establishment of a predictable fiscal horizon and capital markets development are key conditions for strengthening the investment environment and competing successfully in attracting sustainable FDI inflows.
Notes:
The historical background and the longer-term development of inward FDI in Argentina were analyzed in a previous Columbia FDI Profile (see Beatriz Nofal, Cecilia Nahon and Carolina Fernandez, "Inward FDI in Argentina and its policy context," Columbia FDI Profiles (ISSN 2159-2268 
